Draft Final Audit Report of the
Audit Division on the

Democratic Party of Illinois
(January 1, 2009 - December 31, 2010)

Why the Audit About the Committee (p.2) ..,
Was Done The Democratic Party of Illinois (DP@ is a state party committee
with headquarters in Springfield, Il}ifiGi§*» For more information, see

Federal law permits the the chart on the Committee Organl"zatloﬁ,tﬁw

Commission to conduct
audits and field

investigations of any - Financial Acti"itw@ 2)2 i
political committee that  ® Receipts & ks,

" is required to file o Individual Ce’h’ggons % 43597,542
reports under the o Political Commi ibdtions 1,337,075
Federal Election o Transfers from Aﬁ' 844,950
Campaign Act (the o Transrs from Non-fi B, 1,504,443
Act). The Commission Accoultiilie, i,
generally conducts Total Rec fﬁ S, i%%f $ 4,284,010
such audits when a « Disbursemcits .2 B, » & '
::';:,:;'tt:e: {2’: ars not %*gﬁ, Operatmgﬁgpé:dltures Lot $1,922,328
threshold requirements:: - $:Federal Election Actlwti' 705,871
for substantial e ‘f'Coordlnated Expendxtures 1,257,848
compliance with the . O -Transfers to Affilidted Committees 292,178
Act. P The audit £ 00 Qtlier DJsbursements 62,545
determines whetﬁ‘er"the 7 T°t“| Disbiiiséments $ 4,240,770
committeé complied % P .

;",‘;‘;,,ﬂ:,;,‘,@g&ons’ ; and Recommendations . 3)
disclosure "3, 0;1.% Misstatement of Financial Activity (Finding 1)
requirements of: fhe Q-M' Recordkeeping for Employees (Finding 2)

Act. e a.-; w‘ Fundraising Receipts (Finding 3)

Future Action %‘ﬁ:ﬁ" * Unreported Levin Fund Activity (Finding 4)

The Commission may.~
initiate an enforcement
action, at a later time,
with respect to any of
the matters discussed
in this report.

12 U.S.C. §438(b).

2 DPIL did not maintain a Levin bank account, but during the period covered by the audit DPIL raised $254,774 of
Levin receipts that it deposited into its non-federal bank account. DPIL transferred $100,000 of Levin funds to its
federal account for federal election activity during this same period. See Finding 4 for Levin reporting issues.
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Part I
Background

Authority for Audit
This report is based on an audit of the Democratic Party of Illinois (DPIL), undertaken by
the Audit Division of the Federal Election Commission (the Commission) in accordante
with the Federal Election Campaign Act of 1971, as amended (the Act). The Audit
Division conducted the audit pursuant to 2 U.S.C. §438(b), which g_mmts the
Commission to conduct audits and field investigations of any qui’tlcal committee that is
required to file a report under 2 U.S.C. §434. Prior to condu?ﬂug-hany audit under this
subsection, the Commission must perform an internal revjew of ¢ repd ,ns filed by selected
committees to determine whether the reports filed by a,;pal&tl,cular com&l ee meet the
threshold requirements for substantial comphancygfﬂ"fh&ﬁct 2U. S‘% :8438(b).

Scope of Audit PN
Following Commission-approved procedures, the? ”i’e’t it staﬁzwgluated variou,
factors and as a result, this audit examined: 3
the disclosure of individual cont@,butors occupationahl 4
the disclosure of disbursements, ‘tsxand obligations; 3
the disclosure of expenses allocated!‘be gqx:i federal and %n’;ﬁgderal accounts;
the consistency between reported fi gures banlg records, H

the completeness of records; and %, W

other committee operat;ons necessary to. the review. :~""

LR WN—

Commission"quldant’e a

-

Request fo,nEarly Commis n“Cims r-a‘tlon of a Legal Question

Pursuantiio'the " ,ﬂphcy Stat; ment Estabf?shihg a Program for Requesting Consideration
of ngﬂ Questions’h; sé_he Corﬁ'* ission,” DPIL requested early consideration of a legal
quéstion raised during‘ih audlt'ggl;m’ questioned whether the monthly time logs
requ1r3d'-under 11 CFR §1:06.7(d)(1) applied to employees paid with 100 percent federal
funds. (S&Emdmg2) ?,?

The Commxs’ﬁe ncl ‘% by a vote of 5-1, that 11 CFR §106.7(d)(1) does require
committees to k(é nthly log for employees paid exclusively with federal funds.
Exercising its pro forial discretion, the Commission will not, however, pursue
recordkeeping violations for the failure to keep time logs or to provide affidavits to

" account for employee salaries paid with 100 percent federal funds and reported as such.
The Audit staff informed DPIL counsel of the Commission’s decision on DPIL’s request.
This audit report does not include any finding or recommendation with respect to DPIL’s
employees paid with 100 percent federal funds and reported as such.



Part 11
Overview of Committee

Committee Organization

Important Dates

o _Date of Registration May 4, 1983 &

o __Audit Coverage January 1, 299

Headquarters Spnjf eI LA

Bank Information *

e Bank Depositories Two’ta t a.?;.

¢ Bank Accounts 3§%deral 4 ,Non-federal Ao”ab:um,s -
Treasurer IR i
o Treasurer When Audit Was Conducted Mlc"ﬁﬁ’ﬁld(asﬁér

o Treasurer During Period Covered by Audit Michael" I@aSper, January 1, 2009 -

vg:, - December3; ‘1‘%20 10
Management Information 25 4. AT

e Attended Commission Campaign Flnanc'e
Seminar ]

e Who Handled Accountm@nd
Recordkeeping Tasé_gs}ﬂ‘ R

,%
2
le=of nﬁ%ial Activity
2 (Audited;Amounts)
Cash-on-h,and @ JanuaglliLOM T $ 298,984
Receipts = . :
o Individual Contributions - 597,542
o Political Conimittee Contrrbutions 1,337,075
o Transfers from Affiliate$ 844,950
o Transfers from Nofti:féderal Accounts 1,504,443
Total Receipts i _ $ 4,284,010
Disbursements
o__Operating Expenditures 1,922,328
o Federal Election Activity 705,871
o Coordinated Expenditures 1,257,848
o Transfers to Affiliated Committees 292,178
o Other Disbursements ) 62,545
Total Disbursements ] $ 4,240,770
Cash-on-hand @ December 31, 2010 $ 342,224




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of DPIL's reported ﬁnanclatactmty with its bank
records revealed a misstatement of receipts and disbursements jn ri'calendar year 2010.
DPIL understated receipts by $203,666 and disbursements Q&SZ;I;S 677. The
misstatements were mainly the result of unreported transfeis fromfwthé.non-federal
accounts and affiliated committees, as well as unrepox:&qd operatmg 5
transfers to affiliated committees. In response to thglh“t""i'lm Audit Repo,r,;“
recommendation, DPIL amended its reports to matenally correct the mlsstaggments noted
above. (For more detail, see p. 5.) g

.%%.} -@m !x%"
Finding 2. Recordkeeping for Emp
During audit fieldwork, the Audit staff found that DPIL not maintain monthly logs, as
required, to document the percentag‘:% c each employe*ézg" ent on federal election
activity. DPIL maintained payroll logsﬁ *‘grggnth of Septer «‘ﬁre2010 the information
contained in these logs, however, did not: nclud‘ee 0gqrce:ntag;'ﬂ)f time each employee
spent on federal election actwnty For 2009 andig Rags were required for DPIL
payroll totaling $729, 125 = Jesponse to the Interim Audii Report recommendation,
DPIL acknowledged that it nee;ded to improve, its system for maintaining monthly payroll
logs, and it provided'a sample payroll log that it intends to use as part of its general
compliance procedures. (For more detall see pr 7.)
25 _ndrdi&ing Rece‘ipts
Durmfg audlt field® ;;g. .the A%igghtaff identified 10 fundraising events that raised funds
SIRIL’s federal andinon-fedefaiiigtounts. The federal account received $75,800 from
tHe federaFiccount was the recipient of these funds, DPIL did not
share m,g‘ny:aof the costs m surred in raising these funds. Four of the events were held to
benefit a n‘bh-'ﬂfederal camj fign and therefore appear to be prohibited contributions. For
the remaining® ‘Eut'events,e e Audit staff lacks sufficient information to conclude whether
the events were Jauig ﬁﬁfdralsmg events with other political committees or DPIL
fundraising events s*'&lely benefiting DPIL’s federal and non-federal accounts.

In response to the Intenm Audit Report recommendation, DPIL transferred $75,800 to its
non-federal account. DPIL’s response also stated that the Interim Audit Report presented
neither evidence of any failure on DPIL's part to allocate the event costs, nor any
indication that the events in question were somehow joint fundraisers under 11 CFR

* This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. (See Part I, Background, Commission Guidance, Request for Early Consideration of a Legal
Question on Page 1.)



§102.17. The response further stated that all of the events were non-federal fundraising
events, and that the amounts identified by the auditors were insubstantial, when compared
with the total amounts raised through these events. (For more detail, see p. 9.)

Finding 4. Unreported Levin Fund Activity

During audit fieldwork, an analysis of DPIL’s Levin fund activity indicated that DPIL
raised Levin funds during the period covered by the audit that totaled $254,774. Of this
amount, DPIL did not report Levin funds totaling $115,274 on its Levin Schedules L
(Aggregation Page: Levin Funds) or on its Schedules L-A (ItemizediReceipts of Levin
Funds). In addition, DPIL incorrectly disclosed a shared federalgle




Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of DPIL’s reported financial agtivity with its bank
records revealed a misstatement of receipts and disbursements in cn'*lendar year 2010.
DPIL understated receipts by $203,666 and disbursements by gjs 677. The

misstatements were mainly the result of unreported transfem‘ TONT:

transfers to affiliated committees. In response to the I

)¢ non-federal
accounts and affiliated committees; as well as unreported: gperatmg'j' ) p!
rim: Audit li%‘p'oy

recommendation, DPIL amended its reports to matena ’"%orrect the mis§ .

above. a .
A % Y, Q

Legal Standard ,;, S

Contents of Reports. Each report must disclose: “‘ﬂf*“?

o the amount of cash on hand
e the total amount of receipts fo:g r: portmg period
e the total amount of dlsbursemer‘i’gg= oﬂﬁ'

year; and

=for the calendar year;

t he beginning ang& ‘éﬁ%%the reporting period;
P rtmg per dgland for the calendar

e certain transactxon%tgat require |te‘r‘iuzanon- on" dti‘le A (Itemized Receipts) or

Schedule B (Iteifii:

E
EEl

Facts and Analyqis

‘_‘.'.-' '\.;_; “ {:’
.\ 4 et

A. Facts ,

,p:sbursemenifﬁﬁ 2 U.S.C. §434(b)(1), (2), (3), (4) and (5).

As partof didit ‘ﬁeldwork 'tﬁe{:Audlt staff reconclled DPIL’s reported activity with its

bank rbcords and’ |denti’fed mi

atements of receipts and disbursements for calendar year

201’Q‘=The chart below-ﬂﬁ;alls thETi “_;Erepancles and succeeding paragraphs explain the

reasons fo: the mlsstaterﬁggts £

|
"L J\ vﬁi-

RE 3
2010 Actitily
i Reported Bank Records | Discrepancy
Beginning Cas’HBalance $324,676 $324,676 $0
@ January 1, 2010 .
Receipts $3,727,446 $3,931,112 $203,666
Understated
Disbursements $3,697,887 $3,913,564 $215,677
Understated
Ending Cash Balance $354,235 $342,224 $12,011
@ December 31, 2010 Overstated




The understatement of receipts was the result of the following:

¢ Contributions from individuals not reported $1,525
* Transfers from non-federal accounts not reported ' 79,316
e Transfers from an affiliated committee not reported 138,089
e Contributions received via ACTBLUE reported net of 296
processing fees
e Reported receipts not supported by deposit or credit ' —(15,560)
Net Understatement of Receipts iy $203.666
-ﬁ'?"" =
The understatement of disbursements was the result of the foll mg
* Operating expenditures not reported $155,347
e Transfer to an affiliated committee not reporteds, 137,089
e Disbursements not supported by check or delsit*" “@T@g‘: (77,607)
o Unreported in-kind contributions {iﬁ ‘@.,’ 150
o Disbursements incorrectly reported &% ", it 7
e ACTBLUE processing fees not reported 't“’ . :53“, & 691
Net Understatement of Disbursements ""5-7 ) $215.677
The $12,011 overstatement of the endm@cash balance resti from the reporting
discrepancies noted above. Rk i "5 ’

B. Interim Audit Report & Audit Dwr n Recorrﬁir ndatlon
At the exit conference, the! -Augrt staff prové DPIL rep’i'esentatlves with work papers
detailing the mrsstatéments"o?ﬁnancral actlv'r and discussed the reporting errors that
caused the mrsstatempnt A D‘ﬂl representat%e stated that DPIL made the unreported
transfer to the affilisted: 'commr,&‘ée in error, an&?mﬁ’de the unreported transfers received
from the same affi lrated‘b"e;mmrtteéﬁnuggder to. s‘grrect the original transfer. DPIL was
prepared tq%mepg%x«ts repc _w# Hcorreci‘ the«ﬁilsstatement
Thg?alhterlm Audit %@@ reco ded that DPIL:
?ﬁ,ﬂ end its reporﬁ‘ﬁcorreel e misstatements for 2010 as noted above;
Hplend its most regeht repdrt to correct the cash-on-hand balance with an
- atron that tl?e;ehange resulted from a prior period audit adjustment; and
° reconi:xle'*the caskr*balance of its most recent report to identify any subsequent
drscrepaneles that may affect the adjustment recommended by the Audit staff.

C. Committee Relponse to Interim Audit Report Recommendation

In response to the Interim Audit Report recommendation, DPIL filed amended reports
that materially corrected the misstatement of financial activity. The response also noted
that DPIL is reviewing and revising its procedures for reconciling and verifying its
reports to ensure that such misstatement errors do not recur in future reporting periods.



| Finding 2. Recordkeeping for Employees

Summary

During audit fieldwork, the Audit staff found that DPIL did not maintain monthly logs, as
required, to document the percentage of time each employee spent on federal election
activity. DPIL maintained payroll logs for the month of September 2010; the information
contained in these logs, however, did not include the percentage of time each employee
spent on federal election actxv:ty For 2009 and 2010, logs were re@inred for DPIL

payroll totaling $729,125.4 In response to the Interim Audit 3t recommendation,
DPIL acknowledged that it needed to improve its system fo;ﬁ ining monthly payroll
logs, and it provided a sample payroll log that it intends ta.lse a: ant of its general
compliance procedures. o T

‘*‘" ke ‘5""%&\-
Legal Standard s e,

Maintenance of Monthly Logs. Party commltteei must keep a monthly log%ﬁthe o
percentage of time each employee spends in conne'gtton withia federal electlon iy
Allocations of salaries, wages, and fringe benefits aﬁto, b&imaertaken as folléws:
o employees who spend 25 percent or less of them mpensated time in a given
month on federal election actiy; ies must be paid &it -"pr from the federal account
or have their pay allocated as agﬁgﬁs : tlve costs; *5"%5.
e employees who spend more thamQS pergint of their coﬁp%hsated time in a given
month on federal election activities must béipdid.only from a federal account; and

e employees who § none of their ﬁnsa SdZHE in a given month on federal
election activiti tbe pald entnrét%}wnth funds'that comply with state law. 11

CFR §1oaﬂ@(1)
g"i’, . h’k ’;}?#
Facts and Amllyslsi{,ami i:ﬁ;,,e»,, _ _;&r

A. Facts
Durmg audit ﬁeldwork :the Audit 'staff reviewed all payroll disbursements made from
DPIL’s federal, non-fedeylal and coofdinated campaign accounts. The only payroll log
DPIL mamtamed was for: .the monff of September 2010. This log listed the number of
hours workeéd by each employee and the activities performed each day. The information
provided d’i‘ﬁmnt howevet‘ Tinclude the percentage of time that the employees spent in
connection w1ﬂi’fqgeral électlon activity. During audit fieldwork, DPIL representatives
explained that DPM)&I not realize that logs were required until September 1, 2010, and
that some staff leﬁﬁéfore the end of September without turning in their logs. Such logs
were required to document the proper allocation of federal and non-federal funds used to
pay employee salaries and wages.

In addition to the aforementioned logs for the month of September 2010, DPIL provided
agreement-for-services contracts, campaign employment applications, and IRS W-4

* This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. (See Part I, Background, Commission Guidance, Request for Early Consideration of a Legal
Question on Page 1.)



forms (Employee’s Withholding Allowance Certificate) for most of its employees. For
employees paid from the non-federal account, the campaign employment applications
noted the non-federal candidates to which the employees were assigned, and for
employees paid from the federal account, the applications noted that the employee was
assigned to DPIL’s headquarters. Further, DPIL provided copies of in-kind letters that
were addressed to non-federal candidates. These letters listed salaries and expenses paid
to employees from its non-federal accounts as in-kind contributions made on behalf of
non-federal candidates. The documentation provided by DPIL supports its position that
the employees it considered non-federal could be paid from its non-federal accounts.
DPIL did not, however, maintain sufficient payroll logs to document’t?re percentage of
time each employee spent in connection with federal election ae“ﬁwty

For 2009 and 2010, logs were required for $729,125 in paagf 1l (&%‘g%bpald with an

allocatlon of shared federal/non-federal funds and $ ﬁm 6te.pa|d with %-federal
end' n ) %}V’

funds)

At the exit conference and durmg audit ﬁeldwork HEAuditStaE discussed thé
recordkeeping issue with DPIL representatives. The rég EXentatives provnded notarized
and sworn affidavits by DPIL’s execut;ve director and cé‘mfdmated campaign director that
identified DPIL's employees and dlscuksgd4he amount of cbfﬁpensa d time spent by
each employee on activities in connectitin With' federal electlons;ﬁD IL did not provide
documentation of the actual percentage of time spént«m federal activities. While the
affidavits were useful for allocation purposes, they aldiié § Wwet€ not sufficient to fulfill the
recordkeepmg requnrement ‘because they wege*hot created ‘%ind maintained prior to the

issuance of the au_dlt notlﬂcatlpn letter. 1__, ._
For DPIL employees p&ﬁd.w: ’an allocatnon of Fgﬂeral and non-federal funds, and for
those emplgxe paid eniti ﬁ 'ﬁ;f funds, the Interim Audit Report

recomn emded mDPIL e and implénient a plan to maintain such monthly payroll
log to traek the p% :: eac__h employee spends on federal election activity.

C ’&bmmlttee Respon : fm Audit Report Recommendation

In respoﬂbeg_o the Interim;Audit Report recommendation, DPIL acknowledged that it
needed to mﬁptove its sysﬁ:n for maintaining monthly payroll logs. It also provided a
sample payroﬁ,!pg that |§F1htends to use as part of its general compliance procedures in
the future. The sathjg.payroll log contained columns for each employee to track non-
federal hours workeéd, federal election activity hours worked and the type of federal
election activity that the employee performed. If DPIL uses this log properly, it should
result in compliance with the 11 CFR 106.7(d)(1) recordkeeping requirements.

¥ DPIL paid 59 employees from its non-federal account. Forty-six of these employees were paid
exclusively with non-federal funds totaling $221,641. The other 13 employees were paid $94,675 from the
non-federa! account, but also received payments from the federal account.

¢ Payroll is stated net of taxes and benefits.

repw o ep
o v,



| Finding 3. Fundraising Receipts |

Summary
During audit fieldwork, the Audit staff identified 10 fundraising events that raised funds
for DPIL’s federal and non-federal accounts. The federal account received $75,800 from
these events. Although the federal account was the recipient of these funds, DPIL did not
share in any of the costs incurred in raising these funds. Four of the events were held to
benefit a non-federal campaign and therefore appear to be prohibited contributions. For
the remaining six events, the Audit staff lacks sufficient informatiogaie. conclude whether
the events were joint fundraising events with other political comgritteesor DPIL
fundraising events solely benefiting DPIL’s federal and non-f accounts.

% 21
In response to the Interim Audit Report recommendatlon, ﬁPIL tra sﬁgngd $75,800 to its
non-federal account. DPIL’s response also stated thgt‘the' Interim Audn%’ﬁgport presented
neither evidence of any failure on DPIL’s part to glocate the event costs, riog:any
indication that the events in question were some“how joint fundralsers under T :CFR
§102.17. The response further stated that all of theavents wcm non-federal fundralsmg
events, and that the amounts identified by the aud:torshwem* msubstantlal whén compared
with the total amounts raised through these events. “‘*w

Legal Standard 3:1‘ .
A. Written Agreement. Participants uf'gomif" '_ }
written agreement. The written agreemexit.shall jdefiiy;the furidraising representative
and state a formula for tl%%;allocatlon of thgfgnﬂ‘ralser ol _géds 11 CFR §102.17(c)(1).
r L wrdy '
TSl

B. Fundraising m tice. A joint fundralsmgv}% ice shall be included with every
solicitation for wnﬁﬁ _ ons Thls notice shall§ f@ lude the following:

e the namesofa jttd@siparticipating in the joint fundraising activity;

. g;h&lﬁegﬁqn for' ; 2 e lised gﬁ{sglbutmg joint fundraising proceeds;
. 4 statema'lt‘g rming n ibutors that they may designate their contributions for

a particular ﬁgxtjgl,pant OF; ;plpants and
.if one or more pqﬂ t.cnpants -.can lawfully accept contributions that are prohibited

“iifider the Act, a stitement’ informing contributors that contributions from
profublted sources; Wl" be distributed only to those participants that can accept

them: i CFR 5162 17(c)(2).

C. Required lnfo‘h‘matlon on Solicitations. All written solicitations for contributions
will include a clear fequest for the contributor’s full name, mailing address, occupation
and name of employer, and must include an accurate statement of federal law regarding
the collection and reporting of individual contributor identifications. 11 CFR
§104.7(b)(1).

D. Fundraising for Federal and Non-Federal Accounts. If federal and non-federal
funds are collected by a state party committee through a joint fundraising activity, that
committee must allocate its direct fundraising costs using the funds received method. If
the non-federal account has paid more than its allocable share, the committee shall
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transfer funds from its federal to its non-federal account. The committee shall make note
of any such adjustments and transfers in its report for any period in which a transfer was
made, and shall also report the date of the fundraising program or event that serves as the
basis for the transfer. 11 CFR §106.7(d)(4). :

E. Depositing Contributions into Federal Accounts: Only contributions meeting any
of the following conditions may be deposited in a federal account:

contributions designated for the federal account;
contributions that result from a solicitation that expresslyétates ‘that the
contributions will be used in connection with a federal,ﬂegtlon or

e contributions from contributors who are informed f’tv ributions are subject
to the prohibitions and limitations of the Act. l l iR §10: _£2)(|)-(m)
& L
E\{a
Facts and Analysis d""‘*
-_g:‘_-’.c'. ,
A. Facts “*"5

dising events that cafbed funds
_ . disclose the events on
Schedules H-2 (Allocation Ratios). T letlon, DPIL did-gg;pe
these fundraising events from its fedef -federal accotifits,, I;fpm the available
documentation, the Audit staff determm‘e ohc:tatlons 3 some of the events
requested that checks be made out to the |ends J Madlgan committee,’ (2)
organizations other than DPIL paid the co§ts fpl‘ ome @fﬁh‘b«%vents and (3) most of the
disclaimers on the evenbsohgltatlons did notjnclude an accurate statement of federal law
regarding the collection and repbrtmg of individual contributor information. DPIL
provided In-kind Coentribution Notnf cation fonhs to document some of the costs of three

of the fundralsmg events The ms noted thi't the in-kind contributions for the costs

The fedgral account rece’ti‘éd $75,8'00 and the non-federal account received $1,103,925
from theséievents. It is ndticlear whether any other committees received funds from these
events. Althe?ugh the fede%al account was the recipient of funds, it did not appear to have
shared in any of*’the costs Sheurred in raising these funds. Documentation for three of the
10 events showed Ia sfn-kind contributions were made to Friends of Michael J. Madigan
in the amount of $30 77 for some of the costs of these events. There were no written
agreements available that identified the fundraising representatives and stated the
allocation formulas, the allocation percentages for distribution of joint fundraising
proceeds and expenses among the participants. The Audit staff has grouped the 10
fundraising events into two categories.

? Friends of Michael J. Madigan is a non-federal committee. Michael J. Madigan is the Speaker of the
Nlinois House of Representatives and Chairman of DPIL.
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Fundraising Events Held to Benefit the Non-federal Campaign Commlttee of

DPIL’s Chairman, Michael J. Madigan

DPIL received and deposited into its federal account contributions totaling $5,650
from four of the 10 events. DPIL contends that the events were not DPIL events
and that it did not solicit the contributions. The four fundraisers were:

2009 Lake Event held in April, 2009;
2010 Lake Event held on April 26, 2010; @g%
Luciana Event held on September 21, 2010; and gj}" o

Union League Event held on September 23, 20; AL

Based on the content of the solicitations for these ’%xr event'é.%tuappears that these
events may have been solely for the benefit qf: Hecgon-federal g0

of Michael J. Madigan. All solicitations frdfn these events asked thjg L,
contributor’s checks be made payable tg*;“I;‘,nends of.Michael J. Madig‘ag »=NO_
documentation was available to demo'ﬁstratg;’that DPl&sohcnted funds ﬁ‘em or
participated in these events. g

As cited above, 11 CFR §102‘“5(a=)(2)(|)-(m) prowdes guidance on when funds
may be deposited into a committcé’s:federal account: ‘Bgsed on the
documentation provided, the Audit staﬁ'%opqluded that'AgRe of the funds that
DPIL received as a result of these’ four evenk ‘erml;:ted to be deposited into
DPIL’s federal ageount. Therefore,,thp,fﬁnds t5 ing"$5,650 were impermissible
and should be,ﬁ?éﬁ‘Ef ded to DPIL’s ﬁ'bn-federal unt

i Akg aining fun ralsmg events. These events may be either

stWith other political committees or fundralsmg events that

:¥DC 2009 EVent, held on November 4, 2009;
“WesPACABEW Event held on February 24, 2010;
Reza's'Dinner held on August 12, 2010;
Janssen Event held on September 28, 2010;
Hospitality Event held on October 6, 2010; and
2010 DC Event held on October 14, 2010.

The Audit staff lacks sufficient information to be able to determine into which
category these events fall. Despite event solicitations directing contributors to
make their checks payable to the “Democratic Party of lllinois,” the Audit staff
does not have information suggesting that DPIL participated with any other
committees, shared any of the costs, or received any of the shared proceeds for
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these events, Although some of the solicitations requested contributors to mail
their checks to the event sponsor and/or include “paid for by” language to identify
the political committee that paid for the solicitation, this alone does not establish
that the events were joint fundraisers with other political committees in
connection with a federal election.

B. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff presented this issue to the DPIL representatives
and requested that they document the costs associated with these events, as well as who
paid for such expenses. DPIL representatives acknowledged tha!;,four‘ﬁf the events in
which DPIL received federal funds were not DPIL events, but,,a?gued that the amount of

L

federal funds received from the events was de minimis. o5

£
. s

The Audit staff recommended that DPIL: “:s -,

o demonstrate that it could permissibly dqpéslt funds t,otahng $5,650 ﬁ'd%th;four
fundraising events identified above; and": w’ﬁf

¢ demonstrate that it could permissibly deposl ds‘ls%‘tahng $70,150 fr6m the

- remaining six events. Further, for these events;s heJntenm Audit Report

recommended that DPIL ldeﬁ%.y which, if any, wergijoint fundralsmg events with
other political committees, or H:if any, were DPILe
its federal and non-federal accoti i
benefited solely DPIL’s federal ﬁd non-fedeRal Bocour
Report recommended that DPIL deﬁaon fate thatifiia

between its fqderﬂ‘andanon-federal amoums &

.......
- .r.

Absent such demonslratlon, thev$75 800 deposmed in its federal account would be
considered impermissible-and tRe. Interim AUdltrRCpOl‘t would recommend that DPIL
transfer these funds to its non-federul’ aecount

C. Gt-immlttee R&pqnse to Intepm Audit Report Recommendation
In #ésponse to the lnter«qu‘Aud:t Raeppi't recommendation, DPIL transferred $75,800, to
its non-federal account on"SeptemBer 18, 2013 and provided a copy of the check (front
only). DE{;L submitted th% ithe Interim Audit Report presented no evidence of any failure
on DPIL’s pm’tyto allocateithe event costs, nor any indication that the events in question
were somehomﬁ!gt fun'g isers under 11 CFR §102.17.

%‘“’ 3; ¥
The response furthgrstated that all of the events were non-federal fundraising events, and
that the amounts identified by the auditors were insubstantial, when compared with the
total amounts raised through these events. The response also stated that neither the
allocation rules nor the joint fundraising rules were triggered when a bona fide non-
federal fundraising event elicits a de minimis number of federal contributions, and the
Interim Audit Report presented no evidence that DPIL or the Friends of Michael J.
Madigan Committee sought federal contributions through any of these events. However,
because of the limited documentation available, and to eliminate any question of
noncompliance, DPIL nonetheless made the recommended transfer.
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Although DPIL has complied with the Audit staff’s recommendation to transfer the
$75,800 to its non-federal account, we do not agree with its assertions. DPIL did not
show that any of the funds it deposited in its federal account met the criteria in 11 CFR
§102.5(a)(2)(i)-(iii). There is no exception to the Commission’s rules that would permit a
de minimis amount of funds, the origins of which are either related to a non-federal event
or an event for which the political purpose (federal/non-federal) cannot be determined, to
be deposited in a committee’s federal account.

| Finding 4. Unreported Levin Fund Activi

LY .its,
W .G
R

raised Levin funds durmg the period covered by the a it -' t totale Jﬂe 774. Of this
amount, DPIL did not report Levin funds totaling $=;= ,274 on its Levilisil
(Aggregation Page: Levin Funds) or on its Schedgles L-A Eemlzed Receipts

Summary

f Levm
Funds). In addition, DPIL incorrectly dlsclosfd? hared federal election acti
expenditure in the amount of $144,375 as a share x-;?, eratingZéxpenditure. In ré‘sbonse to
the Interim Audit Report recommendation, DPIL ﬁled iénded reports that materially
corrected the reporting of Levin actlv_!\;y

Legal Standard ERE LR i

A. Reporting. If a state, district or locai party bommlttee ) combmed annual receipts
and disbursements for federal election actmty @EA;"%L F;,OOO or more during the
calendar year, the commme .must disclose’ nggé'ipts and d;xs sursements of federal funds
and Levin funds u se ﬁ‘or FB?K\%G.II CFR §300‘$§6 b)(2).

B. Receipt of Levm*—;Funds %;;'n funds exp ded or disbursed by any state committee
must be raised solely b)" at exp ds or disburses them. Each donation
must be Lg}‘u&iibund r the | f th%hlch the committee is organized and the
fundzsdi'lclted ;'ﬁus pox agg : more than $10,000 in a calendar year. Consequently,
funds from national j p comrf -other state, district and local committees, and from

fedérd]:candidates or oﬁ%holders@ﬂay not be accepted as Levin funds. 11 CFR
§300.3 %

f' g

C. Contents quevm prorts Each report must disclose: )

e the amount efcgsh. on-hand for Levin funds at the begmnmg and end of the reporting
period,; ' }-‘;"
the total amount of Levin fund receipts for the reporting period and the calendar year;
the total amount of Levin fund disbursements for the reporting period and the
calendar year; and

e certain transactions that require itemization on Schedule L-A (Itemized Receipts of
Levin Funds) or Schedule L-B (Itemized Disbursements of Levin Funds). 11 CFR
§300.36 (b)(2).
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Facts and Analysis

A. Facts

As part of audit fieldwork, the Audit staff found that DPIL raised Levin funds totaling
$254,774 that it deposited into its non-federal account. It reported Levin funds totaling
$139,500 on its Schedules L-A. DPIL did not report Levin funds totaling $115,274. In
addition, DPIL incorrectly disclosed a shared federal election activity expenditure of
$144,375, of which the Levin share was §114,056, as a shared operating expenditure.

DPIL did not have a Levin fund bank account for its Levin ﬁmdﬁ@ﬁfts DPIL
representatlves explained that DPIL kept all Levin funds raised:jn its non-federal account
in accordance with 11 CFR §300.30(C)(2) and (3). DPIL p:é’\'na%:dﬁ e Audit staff with a
reasonable accounting of its Levin fund receipts. A dally*cish ana]yil’s of DPIL’s non-
federal accounts demonstrated that DPIL had sufﬁcle;ﬁ Levm funds at; th¢ time DPIL
transferred the funds to the federal account. ‘*‘ﬁ' :

d"e -
During the period covered by the audit, DPIL‘rep’gﬁed shareynfederal election g twnty
expenditures totaling $180,000. The Levin share ol‘%?se expenditures was $139,500.
DPIL transferred only $100,000 to its federal account he Levin share of the allocable
expenditures. Levin funds totaling $q§4 774 remain in D Lq,,s non-federal account.

'§s ‘e .Ah-. ’ﬁ‘g"— |-"

B. Interim Audit Report & Audit Divisioti kf ommendati'ﬁz‘:g
At the exit conference, the Audit staff prhxlded" DB Eirer
that detailed a possible overfundmg by DP CeEALRE ount, DPIL
representatives respopdedsii )]
amount of $144,37 Eal *fﬂ' H-4 (Share ederal/Non-Federal Actmty) instead of
Schedule H-6 (Skiared: Bfection Activi ), apd that it could have used Levin funds
to pay the $114, 056 sh‘dt‘e of th&dlrect mail expﬁn’altu:e They argued that DPIL had
sufficient Leyin funds orf*hhnﬁ"toﬁ éy‘fér ,thig-pdn-federal share, and stated that the reports
would he amende@to correfei ls matter. “Fhie Audit staff concurred that Levin funds
could: have been trausﬁgrred to* tﬁe.fedeml account in regard to this expenditure, and that
DPIL did have sufﬁclen; Levin f‘unds 4vailable to be transferred, Further, by classifying
this trarisactlon as such, there no longer would be an overfunding by the non-federal
account

';ff

The lnterlm Auﬂ;t Repo:t.i"ecommended that DPIL amend its reports to disclose the
additional Levin' re,s:.e} & in the amount of $115,274 on Schedules L-A and disclose the
expenditure in the Q;rrp unt of $144,375 as a shared federal election activity expenditure
on Schedule H-6. *

C. Committee Response to Interim Audit Report Recommendation
In response to the Interim Audit Report recommendation, DPIL filed amended reports
that materially corrected the reporting of Levin activity.



